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CHAPTER  I — COMMODITY  FUTURES 
TRADING  COMMISSION 

PART  1— GENERAL  REGULATIONS  UNDER 
THE  COMMODITY  EXCHANGE  ACT 

Definition  of  Bona  Fide  Hedging  and 
Related  Reporting  Requirements 

AGENCY:  Commodity  Futures  Trading 
Commission. 

ACTION:  Final  rules. 

SUMMARY:  The  Commodity  Futures 
Trading  Commission  (“the  Commis¬ 
sion”)  has  reviewed  its  definition  of 
bona  fide  hedging  and  found  it  is  inade¬ 
quate  due  to  changes  in  commercial 
practices  and  the  diverse  nature  of  com¬ 
modities  now  under  regulation. 

The  Commission  has  therefore 
adopted  amendments  to  its  general  reg¬ 
ulations  under  the  Commodity  Exchange 
Act  as  amended  (“the  Act”)  which 
w'ould  generally  broaden  the  scope  of 
the  hedging  definition  to  include  current 
commercial  risk  shifting  practices  in  the 
markets  now  under  regulation.  The 
Commission  has  also  recognized  the  po¬ 
tential  for  market  disruption  if  certain 
trading  practices  are  carried  out  during 
the  delivery  period  of  any  future.  The 
definition  therefore  restricts  the  classi¬ 
fication  of  certain  transactions  and  posi¬ 
tions  as  bona  fide  hedging  during  the 
last  five  days  of  trading.  In  addition,  the 
Commission  has  amended  its  regulations 
to  include  reporting  requirements  for 
some  new  types  of  bona  fide  hedging 
which  will  now  be  recognized. 

The  intended  effect  of  this  action  is  to 
inci’ease  commercial  utilization  of  fu¬ 
tures  markets  for  the  purpose  of  hedging 
by  allowing  additional  exemptions  from 
the  Commission’s  limits  on  transactions 
and  positions.  It  is  also  intended  to  en¬ 
courage  increased  commercial  participa¬ 
tion  through  recognition  of  a  broad 
range  of  current  risk  shifting  uses  of 
futures  markets.  The  new  restrictions 
incorporated  in  the  definition  and  re¬ 
porting  requirements  are  intended  to 
limit  the  potential  for  market  disrup¬ 
tion. 

EFFECTIVE  DATE:  October  1,  1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Blake  Imel,  Office  of  the  Chief  Econ¬ 
omist,  Commodity  Futures  Trading 
Commission,  2033  K  Street  N’W., 
Washington,  D.C.  20581  (202-254- 

6124). 

SUPPLEMENTARY  INFORMATION: 
Section  4a  of  the  Act  authorizes  the 
Commission  to  establish  limits  on  the 
trading  and  positions  (“speculative  lim¬ 
its”)  of  any  person  in  contracts  for  fu¬ 
ture  delivery  on  or  subject  to  the  rules 
of  any  contract  market.  As  amended  by 
section  404  of  the  Commodity  Fu¬ 
tures  Trading  Commission  Act  of  1974 
(“CFTC  Act") ,  that  section  further  pro¬ 
vides  that  such  limits  shall  not  “apply  to 
transactions  or  positions  which  are 
shown  to  be  bona  fide  hedging  transac¬ 


tions  or  positions"  as  such  terms  shall 
be  defined  by  the  Commission,  Prior  to 
the  enactment  of  the  CFTC  Act,  the 
terms  bona  fide  hedging  transactions  or 
positions  were  defined  in  section  4a(3) 
of  the  Act. 

In  March  1977  the  Commission  solic¬ 
ited  public  comment  (42  FR  14832, 
March  16, 1977)  on  a  revision  of  the  defi¬ 
nition  of  “bona  fide  hedging  transactions 
or  positions”  provided  in  §  1.3(z)  of  its 
regulations,  17  CFR  1.3(z)  (1977) .  In  the 
same  notice  the  Commission  also  re¬ 
quested  comment  on  a  revision  of  §  1.48 
of  its  regulations,  17  CFR  1.48  (1977), 
which  specifies  certain  reporting  require¬ 
ment.*!  for  persons  classifying  positions 
as  bona  fide  hedging  of  unfilled  antici¬ 
pated  requirements  and  a  proposed  new 
§  1.47  which  would  contain  the  require¬ 
ments  for  classifying  certain  other  posi¬ 
tions  as  bona  fide  hedging  under  the  re¬ 
vision  of  I  1.3  (z)  being  proposed  at  that 
time. 

Major  Proposed  Amendments 

The  major  amendments  to  the  defini¬ 
tion  of  bona  fide  hedging  and  attendant 
reporting  requirements  proposed  in  the 
Federal  Register  on  March  16,  1977, 
were  as  follows : 

1.  Paragraph  (1)  of  the  proposed 
hedging  definition  provided  a  conceptual 
defiinition  of  transactions  and  positions 
which  the  Commission  would  consider 
as  bona  fide  hedging  under  economically 
appropriate  circumstances  and  subject 
to  other  provisions  of  the  regulations. 

2.  Paragraph  (2»  of  the  proposed  defi¬ 
nition  provided  a  description  of  specific 
purchases  and  sales  for  future  delivery 
which  the  Commission  considered  to  be 
in  conformity  with  the  general  concep¬ 
tual  definition  in  propased  paragraph 
(1).  The  principal  amendments  to  this 
provision  of  the  definition  which  de¬ 
scribes  specific  purchases  and  sales  were 
as  follows : 

a) .  A  general  provision  for  consider¬ 
ing  as  bona  fide  hedging  purchases  and 
sales  for  future  delivery  which  are  off¬ 
set  by  positions  which  are  not  the  same 
quantity  of  the  same  cash  commodity 
(“cross  commodity  hedging”) .  Trans¬ 
actions  and  positions  of  this  nature  were 
not  to  be  considered  as  bona  fide  hedging 
during  the  five  last  days  of  trading  in 
any  expiring  futures  (xintract. 

(b)  A  provision  which  restricted  or 
eliminated  the  extent  to  which  purchases 
and  sales  for  future  delivery  would  be 
considered  bona  fide  hedging  of  unfilled 
anticipated  requirements  for  manufac¬ 
turing.  processing  and  feeding  or  of  an¬ 
ticipated  production  during  the  five  last 
trading  days  of  any  expiring  futures 
contract. 

(c)  Deletion  of  references  to  trans¬ 
actions  and  positions  in  commodities 
where  the  Commission  has  no  specula¬ 
tive  limits  currently  in  effect  and  to 
specific  transactions  and  positions  which 
would  fall  under  the  proposed  general 
provision  for  cross  commodity  hedging. 

(d)  A  provision  which  excludes  all 
purchases  and  sales  for  future  delivery 
by  governments  or  their  agents  from 


the  enumerated  listing.  The  intended  ef¬ 
fect  was  to  require  governments  or  their 
agents  to  ap^ly  for  individual  approval 
imder  the  provisions  of  a  new  paragraph 
(3)  of  the  pi-oposed  definition  and  the 
proposed  new  §  1.47  of  the  regulations. 

3.  Paragraph  (3)  of  the  proposed 
hedging  definition  provided  that  for  pur¬ 
poses  of  determining  exemptions  from 
the  Commission’s  speculative  limits  the 
Commission  would  recognize  as  bona 
fide  hedging  purchases  and  sales  other 
than  those  specifically  enumerated  in 
proposed  paragraph  (2).  Proposed  para¬ 
graph  (3)  required  in  effect  that  any 
person  requesting  permission  to  classify 
such  purchases  or  sales  as  hedging  must 
provide  the  Commission  with  evidence 
that  such  transactions  meet  the  require¬ 
ments  of  the  general  definition  in  para¬ 
graph  (1)  of  proposed  §  1.3(z).  The  pur¬ 
pose  of  this  proposed  provision  was  to 
provide  flexibility  in  application  of  the 
general  definition  and  to  avoid  an  ex¬ 
tensive  specialized  listing  of  enumerated 
bona  fide  hedging  transactions  and  posi¬ 
tions  in  paragraph  (2)  of  the  proposed 
definition. 

4.  A  proposed  new  5  1.47  set  forth  the 
requirements  for  considering  transac¬ 
tions  and  positions  as  bona  fide  hedging 
pursuant  to  paragraph  (3)  of  tlie  pro¬ 
posed  hedging  definition.  It  required  that 
certain  information  be  provided  to  the 
Commission  before  such  purchases  or 
sales  for  future  delivery  could  exceed  the 
Commission’s  speculative  limits.  The 
Commission  would  have  thirty  days  to 
review  initial  requests  and  approve  the 
level  of  purchases  and  sales  specified 
therein,  specify  a  lower  level,  or  request 
additional  information.  The  Commission 
would  have  ten  days  to  review  subse¬ 
quent  applications  by  the  same  person. 

5.  Revisions  to  §  1.48  were  proposed  for 
the  purpose  of:  (a)  Conforming  report¬ 
ing  requirements  to  the  proposed  revi¬ 
sions  in  the  hedging  definition  and  pro¬ 
posed  §  1.47,  and  (b)  codifying  existing 
procedures  employed  under  the  current 
regulation. 

In  response  to  the  request  for  comment 
on  these  proposed  revisions  or  amend¬ 
ments,  the  Commission  received  over  20 
responses  from  individuals,  firms,  ex¬ 
changes  and  associations.  Most  of  the 
comments  concerned  the  proposed  hedg¬ 
ing  definition  rather  than  the  proposed 
new  §  1.47  or  the  proposed  revision  of 
§  1.48.  Careful  consideration  has  been 
given  to  these  comments  and  to  the  issue 
of  bona  fide  hedging  in  general.  The  fol¬ 
lowing  is  a  discussion  of  the  amendments 
to  these  proposed  regulations  and  the 
more  pertinent  issues  considered 'by  the 
Commission  in  adopting  the  new  regula¬ 
tions. 

Conceptual  Definition  of  Hedging 

One  commentator  noted  that  the  lan¬ 
guage  in  paragraph  (1)  of  the  proposed 
§  1.3  (z)  does  not  recognize  “balance 
sheet  hedging.”  Specifically,  while  con¬ 
forming  to  all  other  aspects  of  the  pro¬ 
posed  general  definition  such  transac¬ 
tions  or  positions  do  not  represent  “a  sub- 
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s*^itute  for  transactions  to  be  made  or 
positions  to  be  taken  at  a  later  time  in  a 
physical  marketing  channel.”  ‘  The  Com¬ 
mission  has  considered  this  example  and 
found  other  relatively  infrequent  but  po¬ 
tentially  important  examples  of  risk  re¬ 
ducing  futures  transactions  which  may 
not  conform  to  this  aspect  of  the  pro¬ 
posed  general  definition.  Accordingly, 
paragraph  (1)  of  the  proposed  definition 
has  been  amended  to  state  that  bent,  fide 
hedging  transactions  and  positions 
“normally  represent  a  substitute  *  *  *  ”. 

The  Commission  considered  other 
comments  concerning  the  proposed  con¬ 
ceptual  definition  but  was  not  persuaded 
that  this  particular  proposed  provision 
should  be  further  amended. 

Government  Hedging 

As  proposed,  the  bona  fide  hedging 
definition  would  have  required  govern¬ 
ments  or  their  agents  to  seek  Commis¬ 
sion  approval  of  proposed  hedging  trans¬ 
actions  on  the  part  of  governments.  The 
Commission  received  limited  comment 
on  this  proposal.  However,  upon  further 
consideration,  the  Commission  has  de¬ 
termined  not  to  impose  any  special  re¬ 
quirements  on  governments’  hedging 
transactions  or  positions  at  this  time. 
The  Commission  believes  that  this  ques¬ 
tion  requires  further  study,  particularly 
the  issue  of  foreign  government  partici¬ 
pation  in  the  futures  markets. 

Anticipated  Production 

The  Commission  received  sevei’al  com¬ 
ments  on  the  provision  in  paragraph  (2) 
of  the  proposed  hedging  definition  which 
concerns  the  hedging  of  ut>  to  twelve 
months’  anticipated  production  (§  1.3 
(z)  (2)  (i)  (B) ) .  All  but  one  of  these  com¬ 
ments  were  from  persons  who  are  proc¬ 
essors  of  agricultural  commodities  rather 
than  producers.  Comments  on  this  pro¬ 
vision  were  not  expected  from  processors 
since  paragraph  (2)  affects  trading  in 
only  Uiose  commodities  for  future  de¬ 
livery  where  the  Commission’s  specula¬ 
tive  limits  are  currently  in  effect  and  all 
such  commodities  are  agriculturally 
produced.  However,  agricultural  proces¬ 
sors  such  as  flour  millers  noted  that  the 
new  provision  for  cross  hedging  in  the 
proposed  regulation  creates  the  possibil¬ 
ity  of  hedging  processed  agricultural 
commodifies  in  the  futures  markets  for 
basic  agricultural  products.  They  note 
however  that  the  cross  hedging  provision 
will  be  of  little  value  unless  the  bona 
fide  hedging  of  anticipated  non- 
agricultural  production  is  permitted. 

Although  the  Commission  had  not 
considered  the  particular  case,  the 
language  of  paragraph  (2)  of  the  pro¬ 
posed  definition  w’ould  allow  sales  for  fu¬ 
ture  delivery  to  be  offset  by  up  to  twelve 


» One  form  of  balance  sheet  hedging  would 
involve  offsetting  net  exposure  to  changes 
in  currency  exchange  rates  for  the  purpose  of 
stabilizing  the  domestic  dollar  accounting 
value  of  assets  which  are  held  abroad.  In  the 
case  of  depreciable  capital  assets,  such  hedg¬ 
ing  transactions  might  not  represent  a  sub¬ 
stitute  for  subsequent  transactions  In  a 
physical  marketing  channel. 


months’  anticipated  non-agricultural 
production.  This  resulted  jointly  from 
the  deletion  of  the  word  “agricultural” 
from  the  provision  for  the  hedging  of 
anticipated  production  in  the  current 
definition,*  and  the  proposed  general 
provision  for  cross  hedging.  In  view  of 
the  comments  on  the  hedging  of  antic¬ 
ipated  non-agricultural  production, 
the  Commission  has  not  changed  the 
substance  of  the  language  in  the  pro¬ 
posal  which  would  recognize  this  form 
of  bona  fide  hedging.  However,  in  an 
effort  to  conform  the  provision  for 
hedging  anticipated  production  to  the 
provision  for  hedging  “unfilled  antici¬ 
pated  requirements”  (§  1.3<z)  (2)  lii)  (C) 
of  the  proposal),  tlie  language  of  the 
proposed  §  1.3(z)  (2)  (i)  (B)  has  been 
amended  to  refer  to  “unsold  anticipated 
production.”  Unsold  anticipated  produc¬ 
tion  is  computed  by  deducting  any  fixed- 
price  sales  of  anticipated  production 
from  total  anticipated  production. 

In  addition,  due  to  the  possibility  of 
increased  utilization  of  this  provision 
by  larger  scale  producers,  such  as 
agricultural  processors,  the  Commission 
has  amended  the  proposed  §  1.48  to  in¬ 
clude  periodic  reporting  of  imsold  an¬ 
ticipated  production  by  persons  whose 
offsetting  sales  for  future  delivery  would 
be  in  excess  of  the  Commission’s  specula¬ 
tive  limits. 

One  commentator  stated  that  the  pro¬ 
vision  for  hedging  anticipated  produc¬ 
tion  should  be  extended  beyond  the  pro¬ 
posed  twelve  months  in  accordance  wdth 
the  longer  term  leases  (twenty-four  to 
thirty-six  months)  signed  by  agricul¬ 
tural  producers,  but  also  acknowledged 
the  provisions  of  the  proposed  definition 
which  might  permit  case-by-case  ap¬ 
proval  of  such  hedging.  The  Commis¬ 
sion  has  considered  this  statement, 
w'hich  was  not  supplemented  with  any 
data  on  the  extent  to  which  agricultural 
producers  hedge  more  Uian  twelve 
months’  production,  and  believes  review 
of  individual  applications  for  such 
hedging  is  more  appropriate  than 
arriendment  of  the  enumerated  provi¬ 
sions  of  paragraph  (2)  of  the  proposed 
definition. 

Cross  Commodity  Hedging 

Paragraph  (2)  of  the  proposed  defini¬ 
tion  included  a  general  provision  for 
cross  commodity  hedging  provided  that, 
among  other  things,  “the  value  and 
fluctuations  in  value  of  the  position  for 
future  delivery  are  substantially  related 


-Section  1.3(z)(l)  of  the  current  defini¬ 
tion  allows  a  person  to  hedge  “with  respect 
to  agricultural  commodities  the  amount  of 
such  commodity  such  person  is  raising,  or 
in  good  faith  intends  or  expects  to  raise 
within  the  next  twelve  months  (eighteen 
months  for  cane  sugar)  on  land  which  such 
person  ownS  or  leases.”  In  redrafting  this 
concept  into  the  proposed  {  1.3(z)  (2)  (1)  (B) 
the  word  agricultural  was  dropped  (among 
other  things).  This  was  done  in  an  effort  to 
simplify  the  language  since  that  paragraph 
was  to  apply  only  to  markets  with  limits 
currently  in  effect  pursuant  to  f  4a  of  the 
Act.  All  of  these  markets  are  tot  agricul¬ 
turally  produced  commodities. 


to  the  value  and  fluctuations  in  value  of 
the  actual  or  anticipated  cash  position.” 
One  commentatOT  expressed  concern 
over  the  concept  of  “value  equivalent” 
noting  that  the  important  consideration 
for  cross  hedging  should  be  the  rela¬ 
tionship  between  futures  and  cash  price 
fluctuations  on  a  unit  basis.  The  Com¬ 
mission  agrees  with  this  comment  and 
has  deleted  in  S  1.3(z)  (3)  (iii)  of  the 
newly  adopted  definition  that  language 
which  equates  cash  and  futures  posi¬ 
tions  in  different  commodities  in  terms 
of  value  rather  than  value  fluctuations. 

Five  Day  Rule 

The  Commission  received  numerous 
comments  on  the  “five-day  rule”  for  an¬ 
ticipatory  hedges  and  cross  conunodity 
hedges  in  paragraph  (2)  of  the  proposed 
definition.  These  provisions  eliminate  or 
further  restrict  the  extent  to  which  cer¬ 
tain  transactions  or  positions  may  be 
considered  bona  fide  hedging  for  the  pur¬ 
poses  of  anticipatory  hedging  or  cross 
commodity  hedging  if  they  are  made  or 
held  in  the  five  last  days  of  trading  in 
any  expiring  futures  contract.  Several 
commentators  expressed  the  view  that 
the  rule  was  unfair  or  unneeded.  Per¬ 
sons  interested  in  long  anticipatory 
hedging  noted  that  the  restriction  to  less 
than  two  months  unfilled  anticipated  re¬ 
quirements  may  often  effectively  pre¬ 
clude  taking  deUvery  since  many  firms 
would  already  be  carrying  a  long  cash 
position  equal  to  their  total  requirements 
for  that  period  of  time.  Other  persons 
noted  that  allowing  positions  equal  to 
unfilled  requirements  for  the  current 
month  and  the  month  next  proceeding 
during  the  last  five  trading  days  is  to  re¬ 
strictive  because  the  time  span  between 
maturing  contracts  is  sometimes  as  much 
as  three  months. 

'The  Commission  understands  the 
“five-day  rule”  will  restrict  or  eliminate 
the  extent  to  which  persons  may  classi¬ 
fy  as  bona  fide  hedging  certain  transac¬ 
tions  and  positions  which  are  made  or 
held  in  an  expiring  contract  during  the 
five  last  days  of  trading.  However,  it  has 
not  been  persuaded  by  the  written  com¬ 
mentary  that  these  proposed  provisions 
should  be  amended  or  eliminated.  With 
respect  to  anticipatory  hedges  of  unfilled 
anticipated  requirements  the  Commis¬ 
sion  has  considered  the  historically  low 
utilization  of  this  provision  in  terms  of 
actual  positions  acquired  in  the  futures 
market.  For  cross  h^ge  and  short  antic¬ 
ipatory  hedge  positions,  the  Commission 
does  not  believe  that  persons  who  do  not 
possess  or  do  not  have  a  commercial  need 
for  the  commodity  fw  future  delivery 
will  normally  wish  to  participate  in  the 
delivery  process.  As  a  result,  the  five-day 
provisions  have  not  been  amended. 
In  not  amending  the  five-day  rules 
the  Commission  notes  the  following: 
(1)  Positions  subject  to  the  five-day 
rule  can  still  be  carried  during  the 
five  last  trading  days  if  they  do  not  ex¬ 
ceed  the  Ccxnmisslon’s  speculative  limits 
and  (2)  persons  wishing  to  exceed  such 
limits  during  the  five  last  trading  days 
may  submit  materials  supi>orting  classi- 
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fication  of  the  position  as  bona  fide 
hedging  pursuant  to  paragraph  (3)  of 
the  newly  adopted  definition. 

Other  Comments  on  the  Proposed 

Enumerated  Transactions  and  Posi¬ 
tions 

Several  persons  pointed  out  that  the 
specific  transactions  and  positions  enu¬ 
merated  as  bona  fide  hedging  in  para¬ 
graph  (2)  of  the  proposal  would  be  de¬ 
ficient  for  certain  commodities  where 
the  Commission  currently  has  no  specu¬ 
lative  limits.  The  Commission  is  aware 
of  this  possibility  but,  as  noted  in  the 
March  16,  1977,  Federal  Register  notice 
containing  the  proposed  hedging  defini¬ 
tion,  the  Commission  does  not  believe 
that  it  is  necessary  to  enumerate  trans¬ 
actions  and  positions  which  would  be 
considered  bona  fide  hedging  in  markets 
where  it  currently  has  no  speculative 
limits.® 

In  this  connection,  one  commentator 
stated  that  implications  of  the  definition 
of  bona  fide  hedging  go  further  than 
markets  where  the  Commission  currently 
has  speculative  limits  in  effect  and  in¬ 
volve  the  classification  of  positions  for 
future  delivery  on  the  CFTC  series  ’03 
reports  ‘  and  affect  the  minimum  finan¬ 
cial  requirements  for  futures  commission 
merchants  under  §  1.17  of  the  Commis¬ 
sion’s  regulations,  17  CFR  1.17  (1977). 
In  response  to  the  first  comment,  the 
Commission  notes  its  proposal  to  even¬ 
tually  supplant  the  series  ’03  reports  with 
other  reports  which  will  not  require  that 
positions  be  classified  as  either  hedging 
or  speculation.® 

With  respect  to  the  second  comment, 
§  1.17  provides  that  in  determining  com¬ 
pliance  with  the  minimum  financial  re¬ 
quirements  imposed  on  futures  commis¬ 
sion  merchants,  as  they  pertain  to  the 
definition  of  adjusted  working  capital 
and  the  computation  of  safety  factors, 
certain  references  are  made  to  bona  fide 
hedging  transactions  and  positions  as 
defined  in  §1.3(z).  In  proposing  new 
section  1.3(z),  the  Commission  did  not 
Intend  to  expand  the  types  of  bona  fide 
hedging  transactions  and  positions  that 
are  to  be  used  in  determining  compliance 
with  §  1.17.  Accordingly,  the  Commission 
believes  that  an  amendment  to  para¬ 
graphs  (c)  (6)  and  (e)  of  regulations 

s  See  42  #R  14834  (March  16,  1977) . 

‘Section  18.00  of  the  regulations  requires 
that  traders  who  are  In  reporting  status  In 
a  commodity  for  future  delivery  file  CFTC 
series  ’03  reports  which,  among  other  things, 
show  the  total  open  contracts  held  or  con¬ 
trolled  in  that  commodity  and  classified  as 
hedging  or  speculative.  A  trader  Is  In  report¬ 
ing  status  if  the  size  of  his  position  In  any 
one  future  of  the  commodity  exceeds  levels 
specified  in  S  16.03  of  the  regulations  under 
the  Act. 

osee  41  FR  3060  (July  23,  1976).  Several 
phases  of  this  plan  to  make  major  changes 
In  the  Commission’s  large  trader  reporting 
system  have  already  been  Implemented  and 
others  are  in  the  process  of  being  imple¬ 
mented. 


1.17  is  necessary  to  apply  only  to  those 
transactions  and  positions  referred  to 
in  the  newly  adopted  bona  fide  hedging 
definition  that  are  substantially  the 
same  as  those  contained  in  the  present 
bona  fide  hedging  definition.  The  Com¬ 
mission  is  therefore  proposing  to  amend 
§  1.17  and  to  adopt  the  amendments  to 
become  effective  concurrently  with  the 
adoption  of  the  new  bona  fide  hedging 
definition.  See  42  FR  42765  (1977).  How¬ 
ever,  in  view  of  this  comment  the  Com¬ 
mission  intends  to  study  further  the  re¬ 
lationship  between  the  definition  of 
“bona  fide  hedging  transactions  or  posi¬ 
tions’’  and  the  minimum  financial  re¬ 
quirements  in  §  1.17  of  its  regulations. 

One  commentator  objected  to  the  pro¬ 
visions  of  the  proposed  enumerated  list¬ 
ing  in  paragraph  (2)  which  continue  to 
permit  persons  to  classify  as  bona  fide 
hedging  any  purchase  or  sale  for  fut'ure 
delivery  which  is  offset  by  their  gross 
cash  position  irrespective  of  their  net 
cash  position  (so  called  “double  hedg¬ 
ing”  > .  The  Commission  is  not  persuaded 
by  this  commentator’s  statement  that 
the  provisions  of  the  proposed  definition 
which  allow  the  hedging  of  gross  cash 
positions  operate  to  the  detriment  of 
domestic  agricultural  producers.  In  ad¬ 
dition,  the  Commission  refers  to  the  nu¬ 
merous  written  and  oral  comments  it 
has  previously  received  on  the  subject  of 
hedging  gross  positions.  In  summary, 
these  comments  were  to  the  effect  that 
net  cash  positions  do  not  necessarily 
measure  total  risk  exposure  and  in  such 
cases  the  hedging  of  gross  cash  positions 
does  not  constitute  “double  hedging.”* 
Accordingly,  the  Commission  has  not 
amended  the  provisions  of  the  proposed 
definition  which  relate  to  the  hedging  of 
gross  cash  positions. 

Non-Enumerated  Transactions  and 
Positions 

One  commentator  favored  the  pro¬ 
visions  of  paragraph  (3)  of  the  proposed 
definition  which  pertained  to  Commis¬ 
sion  approval  of  non-enumerated  trans¬ 
actions  and  positions,  but  recommended 
that  “organized  exchanges,  various 
trade  associations  as  well  as  individual 
firms  be  permitted  right  of  petition 
under  this  category.”  The  Commission 
has  considered  this  suggestion  but  did 
not  amend  paragraph  (3)  of  the  pro¬ 
posed  hedging  definition  or  proposed 
§  1.47  to  permit  such  petition.  ’The  Com¬ 
mission  believes  that  the  natiire  of 
transactions  and  positions  which  would 
be  considered  as  bona  fide  hedging  under 
paragraph  (3)  of  S  1.3  (z)  is  such  that 

•These  views  were  received  In  response  to 
the  Commission’s  August  1975  request  for 
comment  on  the  definition  of  bona  fide 
hedging  (40  FR  30627)  and  the  hearings  on 
the  same  subject  In  New  York  City  on  Jan¬ 
uary  8  and  9,  1976.  ’They  w'ere  summarized  In 
the  March  1977  Federal  Register  notice  re¬ 
questing  comment  on  the  proposals  being  dis- 
cus.sed  here  (42  FR  14832,  March  16,  1977) . 


the  economic  circumstances  of  each  case 
should  be  considered  individually.’ 

The  Commission  has  amended  para¬ 
graph  (3)  of  the  proposed  §  1.3 (z)  by 
deleting  the  references  to  governments 
or  their  agents. 

Sections  1.47  and  1.48 

Paragraph  (d)  of  the  proposed  §  1.47 
has  been  amended  to  conform  its  re¬ 
quirements  to  the  language  in  the  newly 
adopted  §  1.3(z)  (2)  (ii)  which  concerns 
cross-hedging.  The  term  “value  equiva¬ 
lents”  in  the  proposed  §  1.47(d)(1)  has 
been  amended  to  read  “value  fluctuation 
equivalents.”  In  addition,  the  references 
to  governments  or  their  agents  have 
been  deleted  from  proposed  section  1.47. 

As  noted  above,  the  joint  effect  of  de¬ 
leting  the  word  agricultural  from  §  1.3 
(z)  (2)  (i)  (B)  of  the  current  hedging 
definition  and  the  newly  adopted  pro¬ 
vision  for  cross  commodity  hedging  is 
that  non-agricultural  producers  will  now 
be  allow'ed  to  exceed  the  Commission’s 
speculative  limits  for  the  purpose  of 
hedging  of  up  to  twelve  months’  unsold 
anticipated  production.  Due  to  the  p>os- 
sibility  of  increased  utilization  of  this 
provision  by  larger  scale  producers,  such 
as  agricultural  processors,  the  Commis¬ 
sion  has  amended  section  1.48  to  include 
periodic  reporting  of  unsold  anticipated 
production  by  persons  whose  sales  for 
future  delivery  would  be  in  excess  of  the 
Commission’s  speculative  limits.  These 
reporting  requirements  for,  unsold  an¬ 
ticipated  production  are  similar  to  those 
for  imfilled  anticipated  requirements 
which  were  contained  in  the  proposed 
and  newly  adopted  §  1.48. 

In  consideration  of  the  foregoing,  the 
Commission,  pursuant  to  its  authority 
imder  §§4(a)  and  8(a)  of  the  Act,  7 
U.S.C.  §§6(a)  and  12(a)  (Supp.  V, 
1975) ,  hereby  amends  Part  1  of  Chapter 
I  of  Title  17  of  the  Code  of  Federal  Reg¬ 
ulations  by  amending  §§  1.3(z)  and  1.48 
and  adopting  a  new  §  1.47  to  read  as 
follows : 

***** 

§  1.3  Delinitions. 

•  •  •  •  * 

(z)  Bona  Fide  Hedging  Transactions 
and  Positions. 

(1)  General  Definition.  Bona  fide 
hedging  transactions  and  positions  shall 
mean  transactions  or  positions  in  a  con¬ 
tract  for  future  delivery  on  any  contract 
market,  where  such  transactions  or  po¬ 
sitions  normally  represent  a  substitute 
for  transactions  to  be  made  or  positions 
to  be  taken  at  a  later  time  in  a  physical 

’  Another  commentator  stated  that  no  firm 
should  have  to  seek  prior  approval  under 
paragraph  (3)  of  the  proposed  hedging  defi¬ 
nition  as^long  as  the  firm  determines  that 
the  transactions  fall  within  the  conceptual 
definition  in  paragraph  (1).  However,  this 
commentator  did  not  provide  any  sugges¬ 
tions  as  to  the  manner  In  which  the  Com¬ 
mission  would  determine  compliance  with 
its  speculative  limits  under  this  suggested 
arrangement. 
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maiiteting  channel,  and  where  they  are 
economically  appropriate  to  the  reduc¬ 
tion  of  risks  in  the  conduct  and  manage¬ 
ment  of  a  commercial  enterprise,  and 
where  they  arise  from: 

(1)  The  potential  change  in  the  value 
of  assets  which  a  person  owns,  produces, 
manufactures,  processes,  or  merchan¬ 
dises  or  anticipates  owning,  producing, 
manufacturing,  processing,  or  merchan¬ 
dising, 

(ii)  The  potential  change  in  the  value 
of  liabilities  which  a  person  owes  or  an¬ 
ticipates  incurring,  or 

(iii)  The  potential  change  in  the 
value  of  services  which  a  person  pro¬ 
vides,  piurchases  or  anticipates  providing 
or  purchasing. 

Notwithstanding  the  foregoing,  no  trans¬ 
actions  or  positions  shall  be  classified  as 
bona  fide  hedging  for  purposes  of  section 
4a  of  the  Act  unless  their  purpose  is  to 
offset  price  risks  incidental  to  commer¬ 
cial  cash  or  spot  operations  and  such  po¬ 
sitions  are  established  and  liquidated  in 
an  orderly  manner  in  accordance  with 
sound  commercial  practices  and  unless 
the  provisions  of  paragraphs  (z)  (2)  and 
(3)  of  this  section  and  sections  1.47  and 
1.48  of  the  regulations  have  been  satis¬ 
fied. 

(2)  Enumerated  Hedging  Transactions. 
The  definition  of  bona  fide  hedging 
transactions  and  positions  in  paragraph 
(1)  of  this  section  includes,  but  is  not 
limited  to,  the  following  specific  trans¬ 
actions  and  positions: 

(i)  Sales  of  any  commodity  for  future 
delivery  on  a  contract  market  which  do 
not  exceed  in  quantity: 

(A)  Ownership  or  fixed-price  purchase 
of  the  same  cash  commodity  by  the  same 
person:  and 

(B)  Twelve  months’  unsold  anticipated 
production  of  the  same  commodity  by 
the  same  person  provided  that  no  such 
position  is  maintained  in  any  future 
during  the  five  last  trading  days  of  that 
future. 

(ii)  Purchases  of  any  commodity  for 
future  delivery  on  a  contract  market 
which  do  not  exceed  in  quantity: 

(A)  The  fixed -price  sale  of  the  same 
cash  commodity  by  the  same  person; 

(B)  The  quantity  equivalet  of  fixed - 
price  sales  of  the  cash  products  and  by¬ 
products  of  such  commodity  by  the  same 
person:  and 

(C)  Twelve  months’  unfilled  antici¬ 
pated  requirements  of  the  same  cash 
commodity  for  processing,  manufactur¬ 
ing,  or  feeding  by  the  same  person,  pro¬ 
vided  that  such  transactions  and  posi¬ 
tions  in  the  five  last  trading  days  of  any 
one  future  do  not  exceed  the  person’s 
unfilled  anticipated  requirements  of  the 
same  cash  commodity  for  that  month 
and  for  the  next  succeeding  month. 

(iii)  Sales  and  purchases  for  future 
delivery  described  in  paragraphs  z(2)  (i) 
and  z(2)  (ii)  of  this  section  may  also  be 
offset  other  than  by  the  same  quantity 
of  the  same  cash  commodity,  provided 
that  the  fluctuations  in  value  of  the  po¬ 
sition  for  future  delivery  are  substan¬ 
tially  related  to  the  fluctuations  in  value 


of  the  actual  or  anticipated  cash  posi¬ 
tion,  and  provided  that  the  positions  in 
any  one  future  shall  not  be  maintained 
during  the  five  last  trading  days  of  that 
future. 

(3)  Non-Enumerated  cases.  Upon 
specific  request  made  in  accordance  with 
section  1.47  of  the  regulations,  the  Com¬ 
mission  may  recognize  transactions  and 
positions  other  than  those  emmierated 
in  paragraph  (2)  of  this  section  as  bona 
fide  hedging  in  such  amomits  .and  under 
such  terms  and  conditions  as  it  may 
si>ecify  in  accordance  with  the  provi¬ 
sions  of  §  1.47.  Such  transactions  and 
positions  may  include,  but  are  not  lim¬ 
ited  to, ,  purchases  or  sales  for  future 
delivery  on  any  contract  market  by  an 
agent  who  does  not  own  or  who  has  not 
contracted  to  sell  or  purchase  the  bffset- 
ting  cash  commodity  at  a  fixed  price, 
provided  that  the  person  is  responsible 
for  the  merchandising  of  the  cash  posi¬ 
tion  which  is  being  offset. 

•  •  •  *  * 

§  1.17  Rrtjuiremonls  for  C.lassiifioalion 
of  Purchases  or  ^'ales  of  Conlracls  for 
Future  Delivery  as  Bona  Fide  Hedg¬ 
ing  under  §  1.3(z)(3)  of  the  Regu¬ 
lations. 

(a)  Any  pverson  who  wishes  to  avail 
himself  of  the  provisions  of  §  1.3(z)  (3) 
of  the  regulations  and  to  make  pur¬ 
chases  or  sales  of  any  commodity  for 
future  delivery  in  any  commodity  in  ex¬ 
cess  of  trading  and  position  limits  then 
in  effect  piu’suant  to  section  4a  of  the 
Act  shall  file  statements  with  the  Com¬ 
mission  in  conformity  with  the  require¬ 
ments  of  this  section.  All  or  a  specified 
portion  of  the  transactions  and  positions 
described  in  these  statemente  shall  not 
be  considered  as  bona  fide  hedging  if 
such  person  is  so  notified  by  the  Com¬ 
mission: 

(1)  Within  30  days  after  the  Com¬ 
mission  is  furnished  the  information  re¬ 
quired  under  paragraph  (b)  of  this  sec¬ 
tion,  or 

(2)  Within  10  days  after  the  Commis¬ 
sion  is  furnished  with  the  information 
required  imder  paragraph  (c)  of  this 
section. 

The  Commission  may  request  tlie  per¬ 
son  notified  to  file  specific  additional  in¬ 
formation  with  the  Commission  to  sup¬ 
port  a  determination  that  all,  or  the 
specified  portion,  of  the  transactions  and 
positions  be  considered  as  bona  fide 
hedging  transactions  and  positions.  In 
such  cases,  the  Commission  shall  con¬ 
sider  all  information  so  filed  and,  by 
notice  to  such  person,  shall  specify  the 
extent  to  which  the  Commission  has  de¬ 
termined  that  the  transactions  and  posi¬ 
tions  may  be  classified  as-bona  fide  hedg¬ 
ing.  In  no  case  shall  transactions  and 
positions  described  be  considered  as  bona 
fide  hedging  if  they  exceed  the  levels 
specified  in  paragraph  (d)  of  this  sec¬ 
tion. 

(b)  Initial  Statement.  Initial  state¬ 
ments  concerning  the  classification  of 
transactions  and  positions  as  bona  fide 
hedging  pursuant  to  §  1-3 (z)  (3)  shall  be 
filed  with  the  Commission  at  least  30 


days  in  advance  of  the  date  that  such 
transactions  or  positions  would  be  in 
excess  of  limits  then  in  effect  pursuant  to 
section  4a  of  the  Act.  Such  statements 
shall: 

(1)  Describe  the  transactions  and 
positions  for  future  delivery  and  the  off¬ 
setting  cash  positions: 

(2)  Set  forth  in  detail  information 
which  will  demonstrate  that  the  pur¬ 
chases  and  sales  are  economically  appro¬ 
priate  to  the  reduction  of  risk  exposure 
attendant  to  the  conduct  and  manage¬ 
ment  of  a  commercial  enterprise; 

(3)  Contain,  and  upon  request  of  the 
Commission  be  supplement^  by,  such 
other  information  which  is  necessary  to 
enable  the  Commission  to  make  a  deter¬ 
mination  whether  the  particular  pur¬ 
chases  and  sales  for  future  delivery  fall 
within  the  scope  of  those  described  in 
section  1.3(z)(l)  of  the  regulations: 

(4)  Include  a  statement  concerning 
the  maximum  size  of  positions  for  fu¬ 
ture  delivery  (both  long  and  short) 
which  will  be  acquired  any  time  during 
the  next  fiscal  year  or  marketing  season 
of  the  person  filing  or  on  whose  behalf 
the  filing  is  made. 

(5)  In  addition:  statements  filed  by 
an  agent,  concerning  a  futures  position 
which  would  offset  a  cash  position  which 
the  agent  does  not  own  or  has  not  con¬ 
tracted  to  buy  or  sell,  shall  contain  in¬ 
formation  describing  all  contractual  ar¬ 
rangements  between  the  agent  filing  and 
the  person  who  owns  the  commodity  or 
holds  the  cash  market  commitment  be¬ 
ing  offset: 

(6)  Statements  concerning  futures 
positions  to  be  acquired  against  unsold 
anticipated  production  or  unfilled  antic¬ 
ipated  requirements  for  manufacturing, 
processing  or  feeding  shall  also  include 
the  information  required  under  g  1.43  of 
the  regulations. 

(c)  Supplemental  Reports.  Whenever 
the  purchases  or  sales  which  a  person 
wishes  to  classify  as  bona  fide  hedging 
shall  exceed  the  amount  provided  in  the 
person’s  most  recent  filing  pursuant  to 
this  section  or  the  amount  previously 
specified  by  the  Commission  pursuant 
to  paragraph  (a)  of  this  section,  such 
person  shall  file  with  the  Commission 
a  statement  which  updates  the  informa¬ 
tion  provided  in  the  person’s  most  recent 
filing  and  provides  the  reasons  for  this 
change  at  least  ten  days  in  advance  of 
the  date  that  person  wishes  to  exceed 
those  amounts. 

(d)  Maximum  Purchases  and  Sales. 
Purchases  and  sales  for  future  delivery 
considered  bona  fide  hedging  pursuant 
to  §1.3(z)(3)  of  the  regulations  shall 
at  no  time  exceed  the  lesser  of: 

(1)  The  value  fluctuation  equivalent 
(in  terms  of  the  commodity  for  future 
delivery)  of  the  current  cash  position  de¬ 
scribed  in  the  information  most  recent¬ 
ly  filed  pursuant  to  this  section,  or 

(2)  the  maximum  level  of  long  or-short 
open  positions  provided  in  the  informa¬ 
tion  most  recently  filed  pursuant  to  this 
section  or  most  recently  specified  by  the 
Commission  pursuant  to  paragraph  (a) 
of  this  section. 
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(e)  Updated  Reports.  Reports  up¬ 
dating  the  information  required  pursu¬ 
ant  to  this  section  also  shall  be  filed 
with  the  Commission  upon  specific  re¬ 
quest. 

§  1 .48  Ht-qulrenifiils  for  Classification 
of  Sales  or  Purchases  for  Future  De¬ 
livery  as  Bona  Fide  Hedging  of  Un¬ 
sold  Anticipated  Production  or  Un¬ 
filled  Anticipated  Requirements 
Under  §  1.3(z) (2)  (i) (B)  or  (ii) 
(C)  of  the  Regulations. 

(a)  Any  person  who  wishes  to  avail 
himself  of  the  provisions  of  §  1.3(z)  (2) 

(i)  (B)  or  §  1.3(z)  (2)  (ii)  (C)  of  the  regu¬ 
lations  and  to  make  sales  or  purchases 
for  future  delivery  in  any  commodity 
in  excess  of  trading  and  position  limits 
then  in  effect  pursuant  to  section  4a  of 
the  Act  for  the  purposes  of  bona  fide 
hedging  shall  file  statements  with  the 
Commission  in  conformity  with  the  re¬ 
quirements  of  this  section.  All  or  a  spec¬ 
ified  portion  of  the  unsold  anticipated 
production  or  unfilled  anticipated  re¬ 
quirements  described  in  these  statements 
shall  not  be  considered  as  offsetting  posi¬ 
tions  for  bona  fide  hedging  transactions 
and  positions  if  such  person  is  so  notified 
by  the  Commission  within  ten  days  after 
the  Commission  is  furnished  with  the  in¬ 
formation  required  imder  paragraphs 

(b)  or  (c)  of  this  section.  The  Commis¬ 
sion  may  request  the  person  notified  to 
file  specific  additional  information  with 
the  Commission  to  support  a  determina¬ 
tion  that  the  statement  filed  accurately 
reflects  unsold  anticipated  production 
or  unfilled  anticipated  requirements  for 
manufacturing,  processing  or  feeding. 
In  such  cases,  the  Commission  shall  con¬ 
sider  all  additional  information  so  filed 
and,  by  notice  to  such  person,  shall  spec¬ 
ify  its  determination  as  to  what  portion 
of  the  production  or  requirements  de¬ 
scribed  constitutes  unsold  anticipated 
production  or  unfilled  anticipated  re¬ 
quirements  for  the  purposes  of  bona  fide 
hedging.  In  no  case  shall  such  transac¬ 
tions  and  positions  which  offset  unsold 
anticipated  production  or  unfilled  antic¬ 
ipated  requirements  be  considered  bona 
fide  hedging  if  they  exceed  the  levels 
specified  in  paragraph  (d)  of  this  sec¬ 
tion  of  the  regulations. 

(b)  Initial  Statement.  Initial  state¬ 
ments  concerning  the  classification  of 
transactions  and  positions  as  bona  fide 
hedging  pursuant  to  section  1.3 (z)  (2)  (i) 
(B)  or  1.3(z)(2)(ii)(C)  shall  be  filed 
with  the  Commission  at  least  ten  days  in 
advance  of  the  date  that  such  transac¬ 


tions  or  positions  would  be  in  excess  of 
limits  then  in  effect  pursuant  to  section 
4a  of  the  Act.  Such  statements  shall  set 
forth  in  detail  for  a  specified  operating 
period  not  in  excess  of  one  year  the  per¬ 
son’s  unsold  anticipated  production  or 
unfilled  anticipated  requirements  for 
processing  or  manufacturing  or  feeding 
and  explain  the  method  of  determina¬ 
tion  thereof,  including,  but  not  limited 
to,  the  following  information: 

(1)  For  unsold  anticipated  production; 

(1)  Annual  production  of  such  com¬ 
modity  for  the  three  complete  fiscal 
years  preceding  the  current  fiscal  year; 

(ii)  Anticipated  production  of  such 
commodity  for  a  specified  period  not  in 
excess  of  one  year; 

(iii)  Fixed-price  forw^ard  sales  of  such 
commodity; 

(iv)  Unsold  anticipated  production  of 
such  commodity  for  a  specified  period 
not  in  excess  of  one  year, 

(2)  For  unfilled  anticipated  require¬ 
ments: 

(i)  Annual  requirements  of  such  com¬ 
modity  for  ’processing  or  manufacturing 
or  feeding  for  the  three  complete  fiscal 
years  preceding  the  current  fiscal  year; 

(ii)  Anticipated  requirements  of  such 
commodity  for  processing  or  manufac¬ 
turing  or  feeding  for  a  specified  operat¬ 
ing  period  not  In  excess  of  one  year; 

(iii)  Inventory  and  fixed-price  forward 
purchases  of  such  comm(xiity,  including 
any  quantity  in  process  of  manufacture 
and  finished  goods  and  byproducts  of 
manufacture  or  processing  (in  terms  of 
such  commodity) ; 

(iv)  Unfilled  anticipated  requirements 
of  such  commodity  for  processing  or 
manufacturing  or  feedings  for  a  speci¬ 
fied  operating  period  not  in  excess  of  one 
year. 

(3)  Additional  information:  Persons 
hedging  unsold  anticipated  production 
or  unfilled  anticipated  requirements 
which  are  not  the  same  quantity  or  are 
not  the  same  commodity  as  the  com¬ 
modity  to  be  sold  or  purchased  for  future 
delivery  shall  furnish  this  information 
both  in  terms  of  the  actual  commodity 
produced  or  used  and  in  terms  of  the 
commodity  to  be  sold  or  purchased  for 
future  delivery.  In  addition,  such  persons 
shall  explain  the  method  for  determining 
the  ratio  of  conversion  between  the 
amount  of  the  actual  unsold  anticipated 
production  or  unfilled  anticipated  re¬ 
quirements  and  the  amount  of  commod¬ 
ity  to  be  sold  or  purchased  for  future 
delivery.  Persons  hedging  unfilled  an¬ 
nual  feeding  requirements  for  livestock 


and  poultry  shall  provide  the  niunber  of 
cattle,  hogs,  sheep,  or  poultry  expected 
to  be  fed  during  the  specified  period,  not 
to  exceed  one  year,  and  the  derivation  of 
their  annual  requirements  based  upon 
these  numbers.  Persons  filing  as  an  agent 
shall  furnish  this  information  on  the 
basis  of  the  fiscal  or  operating  year  of  the 
person  on  whose  behalf  the  filing  is 
made. 

(c)  Supplemental  Reports.  Whenever 
the  sales  or  purchases  which  a  person 
wishes  to  consider  as  bona  fide  hedging 
of  unsold  anticipated  production  or  im- 
filled  anticipated  requirements  shall  ex¬ 
ceed  the  amoimts  described  by  the  fig¬ 
ures  for  requirements  furnished  in  the 
most  recent  filing  pursuant  to  this  sec¬ 
tion  or  the  amounts  determined  by  the 
Commission  to  constitute  unsold  antici¬ 
pated  production  or  unfilled  anticipated 
requirements  pursuant  to  paragraph  (a) 
of  this  section,  such  person  shall  file 
with  the  Commission  a  statement  which 
updates  the  information  provided  in  the 
person’s  most  recent  filing  and  supplies 
the  reason  for  this  change  at  least  ten 
days  in  advance  of  the  date  that  person 
wishes  to  exceed  these  amounts. 

(d)  Maximum  Sales  and  Purchases. 
Sales  or  purchases  for  future  delivery 
consi(iered  as  bona  fide  hedges  pursuant 
to  sections  1.3(z)(2)  (i)(B)  or  (ii)  (C) 
shall  at  no  time  exceed  the  lesser  of : 

(i)  A  person’s  unsold  anticipated  pro¬ 
duction  or  xmfilled  anticipated  require¬ 
ments  as  described  by  the  information 
most  recently  filed  pursuant  to  this  sec¬ 
tion  or  determined  by  the  Commission 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  or 

(ii)  A  person’s  actual  unsold  antici¬ 
pated  production  or  current  unfilled  an¬ 
ticipated  requirements  for  the  length  of 
time  specified  in  the  information  most 
recently  filed  pursuant  to  this  section. 

(e)  Updated  Reports.  Reports  updat¬ 
ing  the  information  required  pursuant  to 
this  section  shall  also  be  filed  with  the 
Commission  upon  specific  request. 

***** 

The  foregoing  amendments  are 
adopted  effective  October  1,  1977. 

Issued  In  Washington,  D.C.,  on  Au¬ 
gust  19, 1977. 

For  the  Commission. 

William  T.  Bagley, 
Chairman.  Commodity  Futures 

Trading  Commission. 

[FR  E>oc.77-24501  Filed  8-23-77:8:45  am] 
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